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The palm oil industry contributes 85.5% of the total biomass that is readily available in Malaysia [1]. Despite an abundance of palm oil 
biomass wastes that have potential for large-scale power generation, the Small Renewable Energy Programme (SREP) which began in 
2001 has failed to stimulate the growth of the industry [2]. Drawing on the lessons learnt from past setbacks, the recently introduced 
renewable energy policy and Feed-in Tariff (FiT) instrument have significantly improved the market structure and institutionalised the 
industry. Nevertheless, less attention has been given to addressing the long-term impediments that have hindered the biomass power 
production downstream system. Therefore, sustainable measures are critical if Malaysia is to achieve its goal of increasing the contribution 
of renewable energy to the energy mix from 1% to 11% by the year 2020. The sustainability parameters that need the most attention 
include: the issue of improving the security of biomass supply; enhancing the bio-energy conversion technology; and, designing a more 
attractive interconnection scheme to the electricity grid.  
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1. Introduction 
 The FiT regime sets an ambitious 2080MW national 
renewable energy target by the year 2020 [3]. The palm oil 
solid wastes are projected to contribute a significant 
800MW grid-connected capacity share by the same year. It 
is relatively a huge step from the 40MW of grid-connected 
capacity during the SREP era [4]. Thus, this study 
investigates whether the current downstream processing 
system is capable of supporting such a high capacity goal.  
2. Methodology 
This study includes a combination of quantitative and 
qualitative case study techniques in order to understand the 
existing and foreseeable problems in the industry. As a 
means of attaining insights and deep knowledge about the 
investigated parameters within industry circles, the author 
disseminated questionnaire surveys to 417 palm oil millers 
all over the country. In-depth interviews have been 
conducted involving 4 major Ministries that have direct or 
indirect control of the industry. To conclude, a focus group 
meeting consisting of government and industry experts has 
considered the early findings before arriving at a final 
consensus. 
3. Results and discussion 
     Overall, this study finds that all the investigated 
parameters in the present law are not sustainable to drive 
the industry forward. The lack of security of supply,  
inefficient technology and the isolated geographical setting 
of some mills point to the need for prudent solutions to 
ensure sustainable growth of the industry. 
4. Conclusions  
     Possible future strategies to enhancing the sustainability 
components in the downstream supply chain include 
options to explore the potential use of less sought after 
large fibre and palm frond, while centralising a technology 
hub facility which offers an alternative approach to 
encourage conversion to a low carbon technology at the 
existing mills. A smart-partnership collaboration for 
building a large-scale biomass plant is worth consideration 
as it would lower the business risk and increase economies 
of scale. Finally, the high cost of building transmission 
infrastructure at remote areas can be avoided by extensively 
promoting decentralized generation or off-grid 
electrification.  
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